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LETTER OF SUBMITTAL 


CONGRESS OF THE UNITED STATES, 
Hovsr or REPRESENTATIVES, 
SUBCOMMITTEE ON MANPOWER UTILIZATION OF THE 


Commirrere on Post Orrice Crvit Service, 


August 23, 1960. 
Hon. Tom Murray, 

Chairman, House Committee on Post and Civil Service, 

House of Representatives, Washington, D.C. 

Dear Mr. Cuarrman: The Manpower Utilization Subcommittee 
has for some time been interested in the excessive use of tax money 
for advertising and other costs incidental to recruiting engineers and 
scientists by Government contractors. Resulting from vores | 
this subcommittee in 1956 and 1957 the military departments pl 
peat emphasis in the examination and monitoring of these costs by 

efense contractors. 

To determine the effectiveness of the pro the subcommittee in 
January 1960 requested the Department of Defense to make a study 
of a sample of firms with defense contracts. The Department has 
recently completed a study of the recruiting costs of 102 firms. 

The data are presented in this report along with a copy of a request 
to the Department of Defense for explanations of several questionable 
cost items. 

This information should be of value to the many people interested 
in personnel administrative costs, especially the cost of recruitment 
and turnover. 

With best wishes, I am, 

Sincerely yours, 
James C. Davis 
Chairman, Subcommittee on Manpower Utilization, House 
Committee on Post Office and Civil Service. 
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FOREWORD 


The Manpower Utilization Subcommittee during the past few years 
has emphasized the need for the Department of Defense to curb the 
excessive use of tax money for advertising and other costs incidental 
to the recruiting of engineers and scientists by private industry. 
Based on this subcommittee’s interest, the three military depart- 
ments, in 1957, studied personnel recruiting costs of a selected number 
of contractors. These studies indicated that, in general, companies 
predominantly with Government contracts were spending more to 
recruit engineers and scientists and also had a higher separation rate 
than did those companies doing predominantly commercial business. 

With this information, top management in the Department of 
Defense took several steps working to the end for a more effective con- 
trol of this aspect of defense costs. These steps included a revision of 
procurement policy by the Department of Defense. Each of the 
military departments issued revised and more stringent regulations. 
The departments, we understand, reviewed defense contractor costs 
and in some instances where routine examinations indicated question- 
able areas detailed examinations were made to determine the reasons 
for higher personnel recruiting costs. 

It is understood that as the result of these efforts, considerable 
progress was made in controlling this particular item of contractor 
expense. 

he Armed Services Procurement Regulations, however, have never 
attempted to establish quantative standards as a means to govern 
the allowability of recruiting costs. Instead the subcommittee has 
noted the continued use by the Department of Defense of the term 
“reasonableness” in allowing such costs as the recruitment and pay of 
professional personnel. 

The subcommittee felt this year that it was both necessary and 
timely to have a more recent report from the Department of Defense 
on the effectiveness of the current procurement regulations concernin 
this particular item of expense. The subcommittee, therefore, requeste 
the Secretary of Defense in January of this year to make a sample 
check of both defense contractors and other companies with predomi- 
nantly commercial business. The information has now been pro- 
vided to the subcommittee and is being presented in the following 
summary and tables: 


| 
vir 


SUMMARY 


The data on recruiting costs for engineers and scientists by private 
industry for fiscal year 1959 is in response to a request by the Man- 
wer Utilization Subcommittee of the House Committee on Post 
ce and Civil Service. There were 102 private industry firms in 
the sample used by the Department of Defense to determine these 
costs. this number, 76 are classified as ‘“Government contractors’ 
in that more than 50 percent of their business during 1959 was with 
the Federal Government. In turn, the remaining 26 of the 102 firms 
in the sample are classified as “commercial contractors’’ since less 
than 50 percent of their business in 1959 was with the Federal Gov- 
ernment. The firms were selected by the military departments and 
the Office of the Secretary of Defense under the general criteria estab- 
lished by the subcommittee. | 

Significant aspects of the data as presented by the Department of 
Defense to the subcommittee are: 

(1) In general the contractors with predominant Government busi- 
ness spent more to recruit engineers and scientists than did those 

s working predominantly on commercial business. 

(2) The separation rate of engineers and scientists from the sample 
of 102 firms, except for the Army ‘Government contractors” was con- 
sidered pretty much in line with current separation rates, both in 
private industry and in the Federal Government. 

The following table reflects the separation rate and cost per new 
hire of the sample of 102 firms. 


Comparative data—Government contractor and commercial companies on engineers 
and scientific personnel 


“Government firms” “Commercial firms” 
Department 
Cost per Separation per Separation 
new hire rate new hire rate 
Percent Percent 
Army. $820 21.6 $722 14.0 
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(3) New hires of engineers and scientists by the 102 firms in the 
sample exceeded in general the rate of separation of the engineers and 
scientists. In turn, it was noted that the companies with predomi- 
nate Government business hired a relatively larger number of engineers 
and scientists during the year than did those companies predominately 
working on commercial products. This fact is reflected below: 


Turnover data 
“Government firms” “Commercial firms’’ 
Department 
rate rate 
Percent Percent Percent Percent 
Army. 21.6 32.1 14.0 21.4 
Navy. 5.4 20.6 12.9 14.9 
Air Force... 10.6 19.6 14.1 14.1 


(4) There were 4 firms, 3 classified as “Government contractors,” 
that spent an average in excess of $2,000 per individual new hire, and 
11 firms that spent between $1,500 and $2,000 to recruit each new 
scientist or engineer. All but one of the 11 firms were classified as 
“Government contractors.” 

(5) An analysis of the data reveals several items that have been 

uestioned by the subcommittee. A letter to the Department of 
efense concerning these questionable items has been slaced in the 


report, page 6. 
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Personnel recruitment costs of selected defense contractors for the last. fiscal year 
ended prior to Jan. 1, 1959 


SUBMITTED BY ARMY 


Percent Recruitment costs 
Con-| Total sales | Gov- 
trac- volume ern- |Total em- Help All other | Costs | Note 
tors ment |ployment] New papeee Total | wanted | recruiting refer- 
busi- | at end of | hires ads expenses new | ences 
ness year 

I II Ill IV Vv VI VII Vill Ix x 

la | $68,000,000 22.0 60 1 15 $75 

1b 7, 230, 000 95.0 158 63 31 75, 400 41, 000 $34,400 | 1,197 |_..-.- 

lc 11, 529, 000 93.3 136 52 23 46, 254 38, 916 7, 338 890 |.-.-.- 

2 279, 634, 000 79.5 3, 483 484 277 | 425, 208 1, 854 423, 444 879 

3a | 121, 143,000 82.0 798 147 113 69, 750 35, 290 34, 460 474 |...... 

3b] 12,000,000 | 100.0 251 40 20 78, 493 51, 985 26,508 | 1,962/ (') 

4 3, 807, 000 97.3 118 88 37 41, 434 8, 362 33,072 9 ers 

5 45, 583,000 | 100.0 730 166 71 | 235,268 | 156,045 79,223 | 1,417 |.-.--- 

6a 9, 586,000 | 100.0 130 10 31 2, 614 1, 633 981 7 i... 

6b 6, 353,000 | 100.0 16 0 1 2, 606 1, 813 gg oe ee’ 

6c | 185,364,000 | 100.0 1, 452 215 575 | 571,435 | 231,199 340, 236 | 2,658 |..-... 

7 12, 500,000 | 100.0 381 71 73 10, 720 1,170 9, 550 zs 

8 51, 445,000 | 100.0 171 48 10 9, 450 420 9, 030 | sees 

9 9, 300, 000 99.5 223 85 44 141,000 71, 100 69,900 | 1,659; () 
10 13,171,000 | 100.0 119 14 34 12, 751 % 858 2, 893 | | aes 
1l 60, 826, 000 86.0 350 62 40 93, 062 17, 855 75, 207 | 1,601 |-_.----. 
12a | 244, 300,000 or 73 ll 41 3, 888 371 3, 517 _ oe 
12b 17, 251, 000 72.0 19 9 10 594 50 544 66 L...is= 
13 19, 671, 000 96. 8 58 13 3 4, 393 3, 086 1,307 338 j...... 
14 19, 483, 000 35.4 702 147 98 | 181,074 20, 838 160, 236 | 1,232) (7) 
15 158, 211,000 | 100.0 2,614 | 1,026 419 |1, 614,096 | 328,090 | 1,286,006 1,573 |....-. 
16a | 289,000,000 17.0 2,071 423 167 | 273,000 | 115,000 158, 000 645 |...--. 
16b 25,072,000 | 100.0 390 114 58 | 170,866 34, 372 136,494 | 1,499 | (7) 
16e 3, 700,000 | 100.0 126 17 19 22, 221 4, 825 17,396 | 1,307 |..-.-. 
17 19, 598, 000 48.7 123 24 15 22, 780 4, 500 18, 280 949 | (3) 
18a 23, 808,000 | 100.0 237 105 30 19,140 6, 800 12, 340 fj =e 
18b 14, 835,000 | 100.0 68 20 16 31, 444 9, 925 21,519 | 1,572 |----.. 
19 6, 800, 000 96.0 4 10 > 1,898 500 | 600 }.---.- 
20 28, 000, 000 21.0 475 192 192 95, 138 59, 080 36, 058 496 |...--. 
21 10, 062, 000 62.0 20 21 6, 5, 400 600 300 |...-... 
22 5, 278, 000 89.7 281 85 31 37, 461 11, 240 26, 221 =: 
23a 70, 430,000 | 100.0 723 138 117 21,877 15, 384 6, 493 ol 
23b 20, 428,000 | 100.0 507 173, 449 32, 477 140, 972 | = 
23¢ 10, 941,000 | 100.0 97 40 5 72, 316 28, 822 494 | 1,808 |...... 
24 22, 826, 000 63.5 819 255 107 | 149, 882 11, 455 138, 427 588 j...... 
25 60, 808, 000 26.9 136 17 10 8, 4,175 4,125 488 |...... 
26 33, 572,000 95.0 108 31 266 751 
27 29, 662,000 | 100.0 389 105 42, 943 1, 652 41, 291 409 |...... 
28 517, 675, 000 99.8 2,069 131 | 455,918 | 132,685 323,233 | 1,041 |.-.-.-.. 
29 8, 092, 000 53.0 738 | 1,541 1, 363 56, 058 49, 303 6, 755 36 8 
30 240, 253, 000 Py 212 11, 264 1,250 10,014 | 1,126; (@ 


2 Contractor advised fae . oes ations were almost completely canedanien in latter part of 1958, 
: and scientific personnel. Increased business in 1959 required vigorous 
recruitment 


program. 
3 Contractor conducted an extensive recruiting drive Guten oe period ended after the year reported. 
A {otal of 18 people were hired in this period at a cost per hire of $826. 
4 Recruitment accomplished through employment agencies; canes no help-wanted ee. 

5 Data refers to engineering aids, . and technicians, as well as 
segregate costs. High turnover caused by fact that work are 
throughou coun’ 

‘a — small hg of Government work, these data are based upon discussions with contractor 
and represent esti 
) 7 Details of “all 0 ca recruiting expenses” are readily available in some instances. Because these 
@xpenses are relatively significant, we are submitting some of these details, as follows: 


Significant items included in ‘all other recruiting expenses” 
code 
Type of expense Amount 
2 | Salaries and expenses of recruiters. ....................----------------------- $129, 333 
Moving and travel expense of new employees.._--..............--.------------ 122, 530 
14 | Salaries and expenses of recruiters... .............---------------------------- 86, 791 
Moving and travel expense of new emplovees.................-..-.----------- 56, 562 
16b | Employee relocation expense. 111, 860 


1 Contractor advised that large cost was the result of a ‘‘crash’’ of 
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Engineers-scientists 
Total N 
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Personnel recruitment costs of selected defense contractors for the last fiscal year ended 


' 


16_.......-| 
22....-.0- 


prior 
Percent Recry 
Ve 
tors volume ment 
year 
I It |_| IV Vv |_| |__| || Ix |__| 
$15, 260 $483 
: 1, 1 1, 410, 504 1,759 
265, 405 839 
145, 928 2,314 
9, 205 326 
78, 183 1,677 
98, 000 660 
108, 400 1, 164 
76, 349 596 
323, 576 680 
3, 919 204 
236, 736 1,121 
ae 244, 734 790 
65, 645 &48 
102, 505 661 
131, 078 1, 593 
3, 193, 559 705 
75, 000 640 
1, 121, 520 1,073 
1, 74, 307 681 
37,611 39, 923 500 
42, 730 78, 627 1, 103 
35 
15, 154 1, 940 13, 214 891 
89, 105 28, 916 60, 189 1,013 


RECRUITMENT OF ENGINEERS AND SCIENTISTS 


Personnel recruitment costs of selected defense contractors for fiscal year ended prior 


* 


to January 1, 1960 
SUBMITTED BY AIR FORCE 


x 


en! 


~ 
Nn 


“gi: 


vill 


~ 


Recruitment costs 


vil 
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Total 
ment 
at end 


of year 


- om Nn 


ment | employ- 


busi- 


Il 


“SLES” 


Ir 


TASTE NESES SES 


Contrac- | Total sales ern- 
volume 


35.....---- 


Engineers and scientists 
Gov- Costs 
per 
New Help Allother | new 
No. 7 hires Total wanted | recruiting | hire 
ness ads expenses 
I |_| IV Vv VI Ix 
P| $102, 565 $351,000 
240, 80 119, 388 
54, 89 39 57, 580 
43, 273 280, 000 
6, 16 1 
89, 20 57 
61, 48 56 
219, 10 199 | | 
14, 133 23 
200 2,380 | B04 
208 179 285 00 
95 93 
p52 527 DOS 
)00 200 00 
50) 152 
93 34 | | 
43 222 71 
2 59 
00 5 99 
27 754 746 
52 102 38 
5 69 03 
100 168 | 334 
00 696 N00 
| a 187 1 800 
28 175 
10 266 118 200 
23 81 35 946 
29 10 | et? 
15 11 750 
767 344 224 860 
400 33 13 101 
484 669 460 366 | 230 806 
952 87 40 123,180 | 62,116 1064 
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_ConGress oF THE UNITED SrarTEs, 
oF REPRESENTATIVES, 
SUBCOMMITTEE ON MANPOWER UTILIZATION 
OF THE CoMMITTEE ON Post OrricE AND Civit SERVICE, 


July 21, 1960. 
Hon. Perkins McGuire, 
Assistant Secretary of Defense (Supply and Logistics), 
Washington, D.C. 

Dear Mr. Secretary: This is to acknowledge receipt of your 
letter of June 1, 1960, transmitting data on the recruiting costs of 
Defense Department contractors for scientists and engineers. 

The subcommittee certainly appreciates the cooperation of the 
Office of the Secretary of Defense and of the military departments in 
making the information available. 

After analyzing the material, we have found several items on which 
the subcommittee would like to have more information. We have in 


mind such specific points as these: 
A, ARMY CONTRACTORS 


1. What are the reasons for the high rate of separation of engineers 
and scientists by contractors: 6(c), 15, and 29? 

2. What are the justifications for the relatively high costs per new 
hire for the following contractors: 1b, 3b, 5, 6c, 9, 11, 15, 16b, 16¢c, 
18b, and 23c? 

3. What are the details of “All other recruiting expenses’’ for 
contractors: 2, 6c, 15, 23b, 24, and 28? 


B. NAVY CONTRACTORS 


1. What are the reasons for the high rate of separations of engineers 
and scientists by contractors: 2, 9, 17, and 20? 

2. What are the justifications for the relatively high costs per new 
hire of the following contractors: 2, 6, 12, and 16? 

3. What are the details of “All other recruiting costs’’ for the follow- 
ing contractors: 2, 3, 10, 12, 13, 15, and 16? 


C, AIR FORCE CONTRACTORS 


1. What are the reasons for the high rate of separations of engineers 


and scientists by contractors: 10, 14, 18, 22, and 35? 
_2. What are the justifications for the relatively high costs for new 
hire of the following contractors: 1, 2, 9, 22, 29, and 33? 
3. What are the details of ‘All other recruiting costs’’ for the follow- 
—oes: 18, 22, 29, 33, and 35? ; 
ndoubtedly the military departments, in their administration of 
these contracts, have most of this information; however, please feel 
free to contact Mr. Bun Bray of our staff if it will assist your office 
in the assembling of the material. : 
Thanking you again for your cooperation, I am, 


Most sincerely, 


James C. Davis, Chairman. 


RECRUITMENT OF ENGINEERS AND SCIENTISTS 7 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON MANPOWER UTILIZATION OF THE 
. CoMMITTEE ON Post Orrice AND Crvit SERVICE, 
January 20, 1960. 
Hon. Tuomas S. Garss, Jr., 
Secretary of Defense, 
U.S. Department of Defense, 
Washington, D.C. 


Dear Mr. Secretary: In December 1956, as chairman of the 
Manpower Utilization Subcommittee, I wrote to your predecessor, 
the Honorable Charles E. Wilson, concerning the need for immediate 
action to curb the excessive use of tax money for advertising and other 
costs incidental to the recruiting of engineers and scientists by Defense 
aunt bet For your information I have attached a copy of that 

etter. 

At that time I requested a report on the actions the Defense Depart- 
ment was taking in this area. Included in the information that your 
Department submitted to the subcommittee is an analysis by the 
military services of recruiting costs of a sample of Defense contractors. 
The data from the Department of Navy was printed, which showed 
some rather excessive recruiting costs. A copy of this report 1s 
enclosed. 

Your Assistant Secretary for Supply and Logistics, the Honorable 
Perkins McGuire, has also provided the subcommittee with a Depart- 
ment of Defense Instruction No. 4105.49, dated April 8, 1958, and 
Armed Services Procurement Regulation No. 50, dated November 2, 
1959, both of which relate to some degree to recruiting costs. 

In both of the above documents the subcommittee has noted the 
absence of quantitative standards to govern the allowability of 
recruiting costs by Defense contractors. Instead, we have noted the 
use of the term, “reasonableness” in allowing or disallowing such 
costs. 

The subcommittee feels it both necessary and timely to have a more 
recent report on the effectiveness of your policies and the adminis- 
tration of the criteria in adjudging recruitment expenditures by 
Defense contractors. It is therefore requested b the Manpower 
Utilization Subcommittee that the Department of Defense provide 
the subcommittee with a report on recruiting costs of scientists and 
engineers for the fiscal year 1959 of a sample of Defense contractors. 
The report should be in accord with the attached set of instructions 
and format and submitted in duplicate on or before May 31, 1960. 

With best wishes, I am, 

Sincerely yours, 


James C. Davis, Chairman. 
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MANPOWER UTILIZATION SUBCOMMITTEE OF THE Post OFFIcEe 
AND Civit CoMMITTEE 


INSTRUCTION FOR PREPARING REPORT ON PERSONNEL PROCUREMENT 
COSTS OF SELECTED DEFENSE CONTRACTORS 


I. The Office of Secr of Defense is requested to submit to the 
Manpower Utilization Subcommittee of the House Post Office and 
Civil Service Committee a one-time report showing the personnel 
recruiting costs of a sample of Defense contractors. The report 
should be in three parts—prime contractors under Army, prime con- 
tractors under Navy, and prime contractors under Air Force. The 
same contractor should not be listed by more than one military service. 

II. The personnel covered in the report relate to professionally 
qualified engineers and scientists. The report is restricted to em- 
waren occupying positions that require engineering or scientific 

egrees or the experience which is the equivalent of a degree. 

Til. Personnel recruiting costs include — 

(a) Help-wanted advertising. 

(b) Other advertising—this includes so-called institutional 
advertising and costs of participation in exhibits. 

(c) Recruiting expenses —this includes the salaries and expenses 
of company recruiters. 

(d) Travel expenses of new applicants. 

(e) Moving expenses of new employees. 

(f) Other recruting costs—includes such items as— 

1. Fees paid employment agencies. 
2. Bonuses paid for referral of new employees. 
3. Any other expenses not reportable. 

IV. The sample of Defense contractors should meet the following 
criteria: 

(a) For each service a minimum of 25 different companies. 

(b) The contractor’s volume of Government business repre- 
sents at least 20 percent of the total company sales for the year. 

(c) The sample from each service should include a minimum 
of 10 companies whose volume of sales to the Federal Govern- 
ment represent 51 percent or greater of total yearly sales. 

(d) Where ible the sample should reflect contractors in 
research, development, production of hardware, and in different 
geographic areas. 

V. The format of the report shall be as attached. 

VI. The report is to be in duplicate. : 

VII. The dae date of the report is on or before May 31, 1960. 


RECRUITMENT OF ENGINEERS AND SCIENTISTS 9 
Personnel procurement costs of selected defense contractors for fiscal year 1959 
Engineers-scientists Procurement costs 
Percent Costs 
Total U.S. per 
Contrac-| sales | Govern-| Total Help- | Other | Allother| new 
tor volume} ment | employ-| New a Total | wanted | adver-/| recruit- | hire 
business | ment hires tions ads tising | ing ex- 
penses 
I II Ill IV Vv VI vil Vill Ix x xI 
Percent $ $ $ $ 


EXPLANATION 
Column the contractor. 
Column II—Fiscal Year 1958-59 total volume of business. 
Column III.—Percent of the contractor’s volume that is known to be for U.S. Governmen 
nae IV—Total employment of all engineers and scientists employed by the pec non as of June 


Column V—All new hires of engineers and scientists by the contractor for fiscal year 
Column VI—AlII separations of engineers and scientists from the company éutinn is the one! year. 
Note.—Columns IV, V, and VI represent all the engineers and scientists with the contractor regardless 
of Government or non-Government business. 
Column VII—Total ment costs reflect six different categroies of procurement costs as shown in 
item III of the attac! instructions. These costs represent all the money spent by the contractor for engi- 
—= and scientists regardless of whether the new employee worked on Government or non-Government 
Column VIII—Help-wanted advertisements for engineers and scientists. 
Column IX—AIl other institutional advertising, including exhibits to attract engineers and scientists. 
Column X—This column represents expenses of recruiters, travel of applicants, moving expenses, fees to 
employment etc. 


umns presents the relationship of new hires (col. V) to total procurement cost (col. VII). 


O 


